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Mexico has taken a tough negotiating stance with China in bilateral discussions this summer, thus
continuing to block that country from attaining its coveted goal of membership in the World Trade
Organization (WTO). High-level officials of the two countries met in Beijing in July, but were unable
to make significant progress on an accord. Sources close to the meetings said the timetable for
Mexican elimination of tariffs on imports of Chinese products remains a major sticking point.

Market-opening timetable becomes stumbling block
The Mexican delegation, led by Economy Minister Luis Ernesto Derbez Bautista, insisted on
retaining tariffs on Chinese toys, footwear, and textiles over an eight-year period to give Mexican
companies time to become more competitive. The Chinese trade team, led by Trade Minister Shi
Guangsheng and China's top WTO negotiator Long Yongtu, has rejected this timetable, pressing
its demand that tariffs be eliminated after three years. Derbez, who has described negotiations
as "tense but cordial," said the two countries have made progress, with language and cultural
differences creating some difficulties during discussions. "We are getting closer to an agreement,"
he told reporters at the beginning of August.
While the latest round of talks did not advance as much as the two sides had hoped, Mexico and
China have made some progress in opening their markets through a series of 23 meetings since
October 1994. Mexico has negotiated access for 136 export items in the Chinese market, including
agricultural products like avocados, guavas, mangos, citrus fruits, poultry, beef, tequila, mezcal, and
canned tuna.
In addition, Mexican electronics, steel, refrigerators, glass, acrylic fibers, and cement would gain
access to China once an accord was concluded. Derbez said Mexico used the recent negotiations
to request market access for an additional 260 products. Still, the lack of the agreement with
Mexico, while not a legal obstacle for membership in the WTO, could continue to delay Chinese
membership in the organization. China, which is hoping to submit official documents related to its
WTO membership at a meeting in Geneva in September, has already reached bilateral accords with
37 other key countries.
If differences with Mexico are not resolved, many countries would be reluctant to support Chinese
membership, experts say. "This has actually dragged on longer than I thought it would," said Tom
Byrne, a lead analyst for China and East Asia at New York-based Moody's Investors Service. "Once
China had a bilateral agreement with the United States, I thought it was a slam dunk." Chinese
officials, while disappointed about the slow progress, are pleased that talks have started after a
hiatus of several months.
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Negotiations had been suspended since the end of 2000 to allow for a change in administration in
Mexico. In June of this year, President Vicente Fox resumed negotiations, which led to the latest
round of talks in Beijing in July (see SourceMex, 2001-06-13). Business sector urges Fox to remain
firm in upcoming talks Mexican business organizations, meanwhile, are pressing Fox to remain firm
in his stance on Chinese tariffs.
Some organizations have even asked that the government retain tariffs, some currently as high
1,000%, for 15 years. Mexican businesses claim that China, with high subsidies and extremely cheap
labor, retains a huge competitive advantage over Mexico. Adolfo Kalach Mizrahi, president of the
Camara Nacional de la Industria Textil (CANAINTEX), said extending the high tariffs on Chinese
goods for 15 years not only helps Mexican industry become more competitive but also promotes
more of a "market economy" in China.
"China operates under rules that are much different than those in Mexico," said Raul Picard,
president of the Camara Nacional de la Industria de Transformacion (CANACINTRA). "Because
of this, we will continue to press for high tariffs, since Chinese imports could destroy Mexican
industry."
A strong concern in the business community is that WTO membership will expand opportunities for
China to practice triangulation. Under this process, China would increase exports of products like
shoes, toys, fabric, and clothing at rock-bottom prices, shipping them to Panama or California and
from there into Mexico. Often, manufacturers say, the products falsely claim to be made in the US to
avoid tariffs.
Organizations like the Camara de la Industria de Calzado del Estado de Jalisco (CICEJ) say some
Chinese footwear has been able to avoid Mexican tariffs because shoes are brought into the country
as US imports by such companies as Wal-Mart, Comercial Mexicana, Sears, and Carrefour.
The furniture industry has lodged similar complaints about Chinese triangulation, with some items
produced in China brought in through Nuevo Laredo as US products. "This practice clearly runs
counter to the best interests of our country," said Rigoberto Chavez, president of Camara de la
Industria Mueblera del Estado de Jalisco. In the meantime, smuggled Chinese footwear and other
items continue to flow into Mexico's black market.
Some manufacturers claim that black-market sales, mostly involving items originating in China,
could easily account for one-fifth of all shoes sold in Mexico in a given year. "An enormous amount
of Chinese contraband enters the country, taking on the Mexican market at one-tenth the price of
Mexican products," said Romar Cornejo, a Chinese history analyst at Colegio de Mexico in Mexico
City.
The trend has frustrated retailers. "People buy these items because they are cheaper and because
some of the designs are nicer than Mexican shoes and they are imitations of famous brands,"
Eduardo Garcia, manager of Zapateria Locale Garcia, said in an interview with the Los Angeles
Times. "They have affected the sales of the national shoes we carry."
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But China has gained an unusual ally in the Mexican business community, the powerful retailers
organization Asociacion Nacional de Tiendas de Autoservicio y Departamentales (ANTAD).
ANTAD president Luis Santana Castillo attributes the high level of contraband sold in Mexico to the
government's "excessive protectionism" of the footwear and textile industries.
Still, Santana said ANTAD's opposition to the government's policies does not mean a disdain
for domestic products. "ANTAD members, far from giving preference to foreign products, have
supported and will continue to support domestic suppliers of clothing and footwear," said Santana.
(Sources: Agence France Presse, 07/27/01; Los Angeles Times, 07/13/01, 08/14/01; Associated Press,
07/27/01, 08/21/01; El Universal, 07/30/01; El Economista, 08/16/01, 08/23/01; Notimex, 08/23/01,
08/28/01; Reforma, 07/30/01, 08/13/01, 08/16/01, 08/23/01, 08/29/01; La Cronica de Hoy, 08/29/01)
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